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7, STOCK OPTIONS AND WARRANTS (cont'd...)

Stock options (cont'd...)

Stock option transactions are summarized as follows: ~

Weighted
Average
HNumber Exercise
of Shares Price
. Cutstanding at October 31, 2003 2,003,450 § 0.14
e Granted 1,466,550 0.10
. Exercised (220,115) 013
PR Expired {153,325} 0.11
oo Outstanding at October 31, 2004 3,096,550 0.12
Granted 225,000 0.17
Exercised (37.500) 0.10
Expired {256,550) 0.105
Bk . Qutstanding at October 31, 2005 . 1,027,500 § 0.1t
Number of stock options currently exercisable ) 2,787.931 § Q.11
3,- The weighted average fair value of stock options granted was $0.14 per option (2004 - $0.07),
‘v . . - - Stock-based compensation
Lo . o During the year ended October 31, 2005, the Company granted 225,000 (2004 — 1,466,550} stock options to
N directors and officers. These options have a fair value of $30,733 (2004 — $95,434) which is being recognized over
FET the options vesting period. Total stock-based compensation recognized during the current year was $64,950 (2004 -
e $35,725). W,
. 1 The following assumptions were uscd for the Black-Scholes option pricing model v.a!ualion of stock options granted
L o during the year:
T ) . 2005 : 2004
KO v Risk-free interest rate 35% : 1.81%
< : Expected life of options 2 -5 years 2-5 years
v Annualized volatility 97.60% 92.87%

l, . Co Dividend rate 0.00% 0.00%
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REPORT TO THE SHAREHOLDERS

Goldeliff

Leonard W. Saleken, President of Goldd.iff Resource Corporation, is Pleased to report on the exploration results of the
Company’s 2005 exploration program on the Panorama Ridge property, Hedley Gold Basin, British Columbia, Canada,

The significantly strong drilling and trenching results at the York-Viking gold zone (Yvz) successfully estab#ishes that gold
mineralization occurs concurrently at depth and on the surface. Notably, these new results have, for the first time, also
have revealed that significant continuous sitver mineralization is also present at Pancrama Ridge, The high-grade gold
values at the Nordic zane contain 15.60 grams per tonnes (g/1} goid ever 3.00 metres in trench ND5S.

The Pancrama Ridge gotd property is located in @ world-class gold district which has produced 2.5 million cunces of goid
and 600,000 ounces of silver in the fast 100 years. The gokt was mined from a sefigs of sedex-strata-boynd gold deposits
which occurred at one location — the Nicke! Plate-Mascat gold mine (1904-1996). Discovered in 2000, Goldcliff's
Panorama Ridge gald property is situated in a geologicalty-similar environment to this previcus mine, Panorama Ridge is
located a few kilometers east of the Rast-producing goid mine.

YORK-VIKING ZONE

Trenching

The goid results from the SW-NE renching contain Q.83 grams per tonne gold (gt} over 226 metres—the highlight of
which is 21 metres that contains 1.77 git gold with 6 metres grading 5.75 g/t gold. The gold results from the NW-SE
contain 0.87 grams per tonne gold (g/) over 193 metres—ihe highlight of which is 45 metres that contains

trenching
1.53g/t gold with 12 metres grading 2.00 gh gold. The highlights of the NW-SE and SW-NE trenching gofd results are as .
follows: .

Trench From (m) To (m} Interval {m) Au{gh)
SW.NE 0.00 226.00 226.00 0.835
And 27.00 33.00 6.00 5.752
And 97.60 118.60 21.00 1.769
NW-SE 0.00 192.55 192.55 0.870
Includes 103.55 148.25 44.70 1.831
And 103.55 115.55 12,00 1.998
Drilling

The York-Viking gold zong drilling resuiis that relate to section 10000N are highlighted by 0.95 grams per tonne gold (g}
over a drill intercept of 74.52 metres {m) — the highlight of which is 1.52 g7 gold over 28.00 metres:

DDH (#) From {m) To [m) Interval {m) Au (ght) '

23003 4.88 79.4Q 74.52 0.95 7
Includes 35.18° 63.18 28.00 1.52 N
Includes 46.18 63.18 17.00 213

23004 5.18 100.77 95.59 077

Includes 24.21 36.21 12.00 1.89

Includas 24.21 30.21 - 5.0 2.78

25040 3.66 67.00 63.24 0.50

Includes 23.57 29.57 6.00 1.05

Includes 26.57 27.57 1.00 2.35

25041 3.66 71.14 67.48 0.67

Includes 22.88 41.14 18.26 1.06

Indudes 26,88 29.88 3.00 2.57

25044 3.66 80.99 77.33 0.46

lncludes 5142 70.39 18,97 0.70

25045 366 . 5687 5351 0.79
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8. SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FLOWS

Significant non-cash wransactions during the year ended October 31, 2005:

a) Subscriptions received in advance of $274,836 were applied to capital stock.

b) Options with a fair vatue of $1,886 were cxercised,

¢) Issuing 230,

d} Incurring mineral property expenditures of $17,453 through ac

Significant non-cash transaction

a} The Company issued 75,600 commaon shares valued at $13,500 as part of a

b) Options with a fair value of $3,508 were exercised.

9. INCOME TAXES

A recanciliation of income taxes at statutory rates with the reported

counts payable. -

s during the year ended October 31, 2004:

taxes is as follows:

000 finders' fee warrants at a value of $9,093 in connection with a private placement.

property acquisition agreeruent,

20005 2004
Laoss before income taxes s (246.689) § {163,862)
Expected income tax {recovery) -3 {86637} § {58,335)
26,688 12,741

It=ms not deductible for income tax purposes

Unrecognized (recognized) benefit of non-capital losses

S €1 v § QR -1 L

Total income taxes (recovery) 3 {210,720} % -
Reprosented by:
Currendt income tax - 3 -
Future incomc tax {210,720} -

The significant components of the Company's [ul

ture income tax assets and liabilities ar¢ as follows:

I, 2005 2004
Futere income tax asscts {iiabililics)
Financing costs H 11,546 % - -
Non-capital foss carryforwands 260,773 276,653
Mincral prapertics _ (101339
164,984 456,458

Valuation allowance

Net future income tax assets

(164,984) {436.45%8)

H

$




GOLDCLIFF RESOURCE CORPORATION
MANAGEMENT DISCUSSION AND ANALYSIS
For the Year Ended October 31, 2005
GENERAL

The foltowing discussion’ and analysis of the financial results, prepared as of February 17, 2006, should be read in
conjunction with the audiled financial statements of Goldcliff Resourca Corporation ( tha “Company”) for the year ended
October 31, 2005, together with the related notes thereto, The audited financial statements are prepared in accordance

with Canadian generally accepted accounting principles. All amounts are expressed in Canadian dollars unless Gtherwise
indicated. N

The discussion may contain forward-looking statements that involve risk and uncertainties. Such information, atthough
considered reasonable by the Company's management at the time of preparation, may prove to be inaceurate and actual
results may differ materially from those anticipated in the statements made.

Additional information is provided in the Company's audited financial statements for the year ended October 31, 2005 and
2004 and the Campany's Information Circular. These documents are available for viewing on SEDAR at www.sedar.con.

DESCRIPTION OF BUSINESS

Goldcliff Resource Corporation is engaged in mineral property acquisition and exploration in Canada, The Company is
active in the Province of British Columbia, Canada where the Company cumently has one active project.

The Company is a reporting issuer in British Columbia and Alberta, and trades on the TSX Venture Exchange under the
symbol GCN. The Company’s head office is in Vancouver, British Columbia. The Company's website is www.galdcliff.com
and email s info@goldeliffca.

RISK, UNCERTAINTIES AND QUTLOOK

The business of exploration and mining is risky and there is no assurance that the cument exploration programs will
eventually result in profitable mining operations. The Company has limited financial resources, no source of operating cash
flow and no assurances that funding will be available to condud future exploration and development.

MINERAL PROPERTIES

The Company has one property located in the Province of British Columbia, being the Panorama Ridge property, Hedley
Gold Basin, Nickel Plate mining district, Qsoyoas Mining Division.

PANORAMA RIDGE PROPERTY

General

The active project for tha year ended Oclober 31, 2005 was the Panorama Ridge property. The property is a gold project
and is located in Hedley Gold Basin, Nicke! Plate mining district, Osoyoos Mining Division, British Columbia. The property i
situsted 320 kilometres east of Vancouver, 6 kilometres northeast of Hedley and 4 kilometres east of the past golc
producing Nickel Plate-Mascot mine. The property consists of a central block of 4,125 hectares contalning the golc
mineralized zones and a peripheral block of 6,403 hectares. The property has a total of 10,528 hectares of staked minera
¢laims. The Company has 100 per cent beneficial interest in the claims.

Exploration Activities

Panarama Ridge exploration activities for the year ended October 31, 2005 consisted of geological mapping, trenching
sampling of trenches, rock sample analysis, drill-site road location and preparation, core drilling, core logging and core
sampling, and core assaying. ’




Summary of Exploration Activities (for the year ended October 31, 2005, as of January 2006}

Panorama Ridge - E Work Summary
Year Logistics Sampies (#) Gaophysics (wm) Drilling
Grd Trenching Road Sils Soits Rock | Core Magnetic | VLF/EM | Holes Metres
{km) [ m (km} )
2000 ] Q 1] [1] Q 1] 27 *] [1] [1] [ 4]
2001 550 1] [] [1] 65 284 554 0 4] 1] [] [1]
2002 24 40 15 S15.00 D43 14 1208 622 [\] [1] 4.82 [] /]
2000 38.10 g 30850 | 245 0 522 239 1550 56.53 56.53 17 1920
2004 . 500 25 402.00 1] 0 500 1085 | 2286 ] [i] 22 2217
" 2005 [)] 45 131610 1 1.11 0 0 5320 | 1168 [ [1] 123 121
“LTetal 73.00 o4 25416 405 73 2517 3847 | 5002 56.53 6§1.35 52 5408

Exploration Activity Results (as of January 2006)

The exploration results for the 2005 exploration program on the Panorama Ridge property, Hedley Gold Basin, BC,
Canada. The exploration prograih for 2005 consisted of 1,316 metres of trenching and 1,166 metres (13 holes) of core
driling. The highlights of the exploration results are reported as of January 31, 2006

YORK-VIKING ZONE

Trenching

The gold results from the SW-NE trenching contain 0.83 grams per lonne gold {g/t} over 226 metres—the highlight of

which is 21 melres that contains 1.77 g/t gold with 6 metres grading 5.75 g/t gold. The highlights of the SW-NE trenching
gold results are as follows:

Trench From (m) To (m} Insterval {m) Au (gh}

SW-NE 0.00 226.00 | 226.00 0.835

And 27.00 33.00 : 6.00 5.752

And 33.00 49.69 16.60 1.335

And 97.60 118.60 21.00 1.769 o
And 148.00 154.00 6.00 1817 - i
And 222.00 226.00 4.00 2411

The complete SW-NE trenching gold results are as follows:

Trench ' From {m) To (m) Interval {(m) Au (gh)

SW-NE Q.00 226.00 226.00 0.835

Includes 0.00 8.00 8.00 0,162

Includes 8.00 12.00 4,00 0.658

Includes 12.00 27.00 15.00 0.229

Inciudes 27.00 33.00 6.00 5752

Includes 33.00 49.60 - 16.60 1.335

Indudes 49.60 53.60 4.00 0.442

includes 53.60 68.60 4,00 0.354

includes 68.60 79.30 10.70 0.496

Includes 79.30 B83.60 4.30 0.053

Includes B3.60 '97.60 14.00 0.922

Includes 97.60 118.60 21.00 1.769 .
Includes 118.60 122.60 4.00 0131 PR
Includes 122.60 . 144.00 21.40 0.634 - ’ :
Includes 144.00 148.00 4.00 0.296 .

Inciudes " 148.00 T 154.00 6.00 1.817 ' T / .
Inciudes 154,00 - 161.00 7.00 0,406 e
Includes 161.00 199.00 38.00 0.441

Includes 199.00 207.00 8.00 0.253

Includes 207.00 222.00 15.00 0.366

Includes 222.00 226.00 4.00 2.411

The 'gold results from the NW-SE trenching contain 0.87 grams per tonne gold {gh} over 193 metres—the highlight of
which is 45 metres that contains 1.53gA gold with 12 metres grading 2.00 g/t gold.
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The highlights of the NW-SE trenching gold results are as follows:

Trench From {m} To {m) Interval (m) Aur {ght)
NW-SE 0.00 192,55 192.55 0.870
And 29.90 60.90 31.00 1.135
And 103.55 192.55 85.00 1.192
Includes 103.55 148.25 44.70 1.531
And 103.55 115.55 12.00 1.998
And 155,55 176.55 21.00 1.254

The complete NW-SE trenching gotd results are as follows:

Trench From (m} Ta {m) Intervai {m) Au {gity
NW-SE 0.00 192.55 192,55 0.870
Includes 0.00 2040 20.40 0.223
Includes 20.40 29.90 9.50 0.422
Includes 25.90 60.90 31.00 1.135
Includes 60.90 84,95 2405 0.368
Includes B4.95 . 95.95 11.00 0.686
Includes 95.95 103.55 7.60 0.247
And | 103.55 192.55 . 89.0Q 1.192
Includes 103.55 148.25 4470 1.531
And 103.65 115.55 12.00 1.998
And 115.55 148.25 32.70 1.355
includes 148.25 155.55 7.30° 0.337
Includes 155.55 176.55 21.00 1.254
Includes 176.55 192.55 16.00 0.555
Drilling

The York-Viking gold zone dritiing results that relate to section 10000N are highlighted by 0.95 grams per lonne gold (ght)
over a dril intercept of 74.52 metres (mj -- the highlight of which is 1.52 g/ goid over 28.00 metres.

The significantly strong drilting and trenching results at the York-Viking gold zone (YVZ) successfully establishes that gold
mineralization occurs concurrently at depth and on the surface. Section 10000N in the YVZ has the most drill holes to
demonstrate the continuity of gold grades at depth. The following table lists previously released holes (23003) and
currerit holes (25040} for section 10000N:

DOH (#) From (m} To {m) Interval(m) Ao (gh) !

23003 488 79.40 74.52 0.95

Includes 35.18 63.18 28.00 152

Includes 45.18 63.18 17.00 213

Includes "54.18 59.18 5.00 412

23004 518 100.77 95.59 077

Includes 2421 39.21 15.00 163

Includes 24.21 3621 12.00 1.89

Includes 2421 30.21 5.00 278

25040 366 7.00 63.34 0.50 ,
includes 23.57 29.57 6.00 1.05 r.
Includes 23,57 27.57 400 1.2 :
tncludes 26.57 2157 1.00 235

25041 366 - . 7114 6748 0.67

Includes 2288 4114 18.26 1.06

Includes 22.88 36.14 13.26 1.27

Includes 26.88 29,88 3.00 2.57

25044 3566 80.99 77.33 0.46

Includes 51,42 76.39 18.97 0.70

25045 - 366 56.97 - 5351 0.79

Includes . - 2764 o 47.98 20.34 1.13



Includes 31.98 43.98 12.00 1.53

ncludes 34.98 38.98 4.00 2,10
23005 366 87.98 B4.32 0.87
Includes 7.66 37,59 29.93 1.45
Inctudes 8.66 20.66 12.00 1,70
includes 8.66 12.66 4.00 2.09
23008 3.66 26.66 23.00 0.77
Includes 4,66 10.66 6.00 191
incdudes 566 8.66 3.00 3.34
Inctudes 7.66 8.66 1.00 7.86

The York-Viking zone drifiing results that relate lo seclion 9980N are highlighted by 1.17 grams per tenne gold {aft) and
1.0 g/t sitver over a drilt intercept of 73.77 mevues {m) - a highlight of which is 4.23 git goid and 2.1 git silver over 7.80
metres. High-grade values of 16.80 gft gold and 10.0 gt silver are intersected in the drifling.

The significantly strong drilling and trenching results at the York-Viking gold zone (YVZ) successfully establishes that gold
mineralization occurs concurrently at depth and on the surface. Section 9980N in the YVZ has two 2005 drill holes to
demonstrate the continuity of gold and silver grades at depth. The foliowing Lable lists gold and silver values for section
9580N:

DCH (#) From {m) To (m) Interval (m) Au (gh) Ag (ght)
25042 3.66 77.43 1T 117 1.0
tncludes 3.66 35.44 23.69 213 1.1
And . 13.66 25.88 12.22 3.19 1.8
And 18.08 25.88 7.80 4.23 2.1
And 19.08 2488 5.80 5.05 2.4
Ard 19.08 21.88 2.80 6.34 4.0
And 19.08 21.08 2.00 8.93 4.8
And 19.08 20.08 1.00 16.60 8.3
includes 32,73 54.44 2171 1.02 14
And 3323 43.44 10.21 1.50 2.2
And 33.23 36.44 32 2.26 43
And 33.23 34.44 1.21 317 5.4
includes 57.44 7543 17.99 0.53 08
And 59.44 67.80 8.36 0.74 0.9
And 59.44 60.44 1.00 1.33 1.0
25043 366 74.85 7119 0.50 05
Includes 4,94 27.25 22.31 0.62 09
And 5.94 15.94 10.00 0.83 0.3
And 5.94 13.94 B.00 0.91 02
And 9,94 13.84 4.00 1.00 0.2 -
And 12.94 13.94 1.00 . 1.38 [+R]
Includes 30.85 51.85 21.00 0.63 02
And 36.85 51.85 15.00 0.72 03
And 40.85 51.85 11.00 0.88 0.2
And 42.85 49,85 1.00 1.03 0.3
And 47.85 48.85 1.00 237 04

The total silver production at the Nickel Plate-Mascot mine (1904-1996} wag 18,480,003 grams (594,175 ounces) at an
average grade of 1.09 g/ silver. During the mining, silver grades ranged from 0.48 to 4.09 gt silver (BC Minfile Reports
092HSED36 & 092HSEQAS).

NORDIC ZONE
Trenching
The high-grada gold values contain potentiatly economic gold-grades over significant intervals. Following the discovery of

15.60 grams per lonnes (g/) gold over 3.00 metres in trench ND5SB, additional trenches were excavated (o determing the
extent of the gold mineratization. The trench gold sample results for the NE-SW sampling direction are as follows:

Prmme s
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Trench From {m) To {m) Interval {m) Gold (git)

NDS6 0.00 4540 45.40 2.04
Includes -1.00 27.00 26.00 322
Includes 5.00 21,10 16.10 4.33
Includes 5.00 13.00 B.00 751
Includes 8.00 11.00 3.00 15.60
ND74 000 10.00 .10.00 ) 0.22
And 10.00 32.00 22.00 2.02
includes 15.00 21.00 6.00 301
Includes  18.00 21.00 3.00 4.17
And 23.00 32.00 9.00 2.00
includes 24.00 3000 6.00 2.48
Includes 24.00 27.00 3.00 3.03
And 32.00 39.80 7.80 0.30
NDB83 6.00 16.70 16.70 1.39
Includes 10.00 16.70 6.70 2.10
Includes 14.00 16.70 270 2.61
ND91 0.00 12.00 12.00 2.94
Includes 4.00 11.00 7.00 3.80
Includes 6.00° 0.00 3.00 578
And 12.00 2600 14.00 0.30
The trench gold sample results for the NW-SE sampling direction are as follows:
Trench From {(m) To (m) Interval {m) Gold (gH)
ND75 0.00 23.40 23.40 . 0.0%
ND76 0.00_ 7.00 " 7.00 0.31
And 7.00 8.50 1.50 248

And 8.50 20.80 12.30 0.01

The Panorama Ridge gold property is located in a world-class gold district which has produced 2.5 million ounces of gald
in the last 100 years, The gokl was mined from a series of sedex-strata-bound gold deposits which occurred at one
location — the Nickel Plate-Mascot gold mine (1904-1996). Discovered in 2000, Golddliffs Panorama Ridge gold property
is situated in a geologically-similar environment to this previous ming. Panorama Ridge is located a few kilometers east
of the past-producing goid mine.

RESULTS QF GPERATIONS

bun‘ng the forth quarfer, the Company eﬁgaged in exploration on the Panarama Ridge property for $ 240,283 inciuding
completion of 1,316 metres of trenching and 1,211 metres of core drilling. The results are highlighted under the Mineral
Properties section,

The profit for the quarter is for future income tax recovery resufting from the renunciation of the flow-through expenditures
to the shareholders and application of future income tax assets, During the year end, the Company incurred a loss of 3

The Company recorded a loss for the year ended October 31, 2005 of $ 35,969 or $ 0.0q,per share compared to a loss of
$163,862 or $ 0.01 per share for the comparative year ended October 31, 2004 in which the Company incurred a mineral
property write-off. Advertising and promotions of § 74,243 (2004-$ 67,549) consisted of investor relations. Stock-based
compensation of § 64,950 (2004-$ 35,788) was recorded for options vesting over tha year.

The Company's mineral properties amount to $ 1,895,566 (2004-§ 1,389,991) and relate primarily to the Panorama Ridge
property. The Hedley mineral property costs of § 19,500 were writter off during the year.

- GENERAL AND ADMINISTRATIVE .,

The higher general and administrative expenditures primarily resulted from increased head office cosis as a result taking
on a higher level of activity, combined with increased advertising and promotion, management and professional fees, and
slock-based compensation,



OTHER EXPENSES AND RECOVERIES

The loss for the year that ended Oclober 31, 2005 included $64.050 {2004-$35,788) in stock-based compensation
expense.

LIQUIDITY AND CAPITAL RESOURCES

The Company's working capital position at October 31, 2005 was $360.753 as compared lo a working capital of $457,241
at October 31, 2004,

ANNUAL FINANCIAL INFORMATION

Year Ended 31-Oct 31-0ct 31-Oct 31-0Oct
2005 2004 2003 2002
Financial Results 5
1
Exploration expendijures . $ 515,758 755,660 291,447 204,644
write down of deferred exploration Nil Nil (718,769} Nil
Stock based compensation 54,950 35,788 76,407 Nil
Loss per year {35,969)  (163.862) (1,270,496) (90,729}
Loss per share basic and diluted {0.00) {0.01) {0.08) {0.01)

Financial Position

Working capital position (deficiency) $ 360,753 457,241 731,328 (33,895)

Mineral properties ' 1,805,566 1,389,991 618,688 1,277,349 .

Total Assets 2,301,021 2,042,089 1507604 1371707 B ‘
Share capital 5474206 4,754,314 4368072 2,991,014 -
Deficit, end of year $ (3.212,673) (3,970,887) (3.007,025) (1,736,529)

QUARTERLY FINANCIAL INFORMATION

Quarterty Financia! Informatien

31/0ct 31/3ul 30/Apr 31-Jan .
2005 Fiscal Quarter Ended $ 2005 2005 2005 2005 ) H
Exploration Expenditures 240,283 80,454 - 73,830 121,118 ) S
Write down of deferred exploration {19,500) ’ nil nil nil Lo
Income (Loss} for the period 91,216 (20,408) {72,745) {34,032) . . :
Loss per share - basic and diluted 0.01 (0.01) (0.01) (0.01) - T
31/0ct - 1A T 30/Apr 31Jdan
2004 Fiscal Quarter Ended 2004 2004 2004 2004 E
Exploration Expenditures s 327,831 101,521 81,083 245,225
Wirite down of deferrad exploration nil nil ni nil .
Loss for the period (62,263) (22,109) (56,966} (22.524) "
_Loss per share - basic and diluted {0.01) {0.01) (0.01) {0.01) : .
31/0ct 3Mul 30/Apr 31-Jan :
2003 Fiscal Quarter Ended 2003 2003 2003 2003 i '
Exploration Expenditures $ 265001 26,356 nil nil R
Write down of deferred exploration (718.769) nil nil il L
Loss for the period (1,100,552) (118,973) (18,752) (32.219) -
i

Loss per share - basic and diluted {0.05) {0.01) 001} . {0.01}
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RELATED PARTY TRANSACTIONS

Inciuded in accounts payabla at year-end is § 4,314 (2004 - § Nil) owing to a corporation controlled by a director of the
Company. Included in prepaid expenses & § 5475 (2004-54,385) paid 10 a corporations controlled by directors of the
Company. Cash held in trust totalling $Nif (2004-$244,836) is held by a legal firm refated 1o an officer of the Company,

The Company entered into the following additional transactions with refated parties:

a) Paid or accrued deferred exploration costs of $167,324 (2004 - $185,616) to corporations controlled by directors
(Lecnard W. Saleken and Edwin R, Roackel) of the Company.

b) Paid or acerued I‘egal fees of $19,209 (2004.- §14.415) included in professional faes to a corporation controlled by
an officer {(Graham H. Scott) of the Company.

c} Paid or accrued management fees of $10,310 (2004 - $13,812) to a corporation controlled by a director (Leonard
W. Saleken) of the Company,

These'transac'tions were in the normal course of opérations and Were rriéasured at the exchange value which represented
the amount of consideration established and agreed to by the related parties.

ADDITIONAL INFORMATION

As of October 31, 2005, tha Company had 29,654,850 common shares issued and outstanding with the following
outstanding options and warrants:

STOCK OPTIONS AND WARRANTS
Stock options

The Company has an incentive stock aption plan (the "Plan®) whereby the Company may grant stock oplions to eligible
employees, officers, directors and consultants at an exerciss price to be determined by the board of directors, provided
the exercise price is not lower than the market value at time of issue. The Plan provides for the issuance of no more than
5,570,000 options as al the date of grant with each stoek option having a maximum term of five years. Options will vest in
equal tranches over a period of not less than 18 months. '

Stock-based compen:s.ation ' !

Buring the year ended October 31, 2003, the Company grantéd 225,000 {2004 - 1,466,550) stock options to directors and
officers. These options have a fair value of $30,733 (2004 ~ $95,434) which is being recognized over the options vesting
period. Total stock-based compensation recognized during the current year was $64,950 (2004 - $35,788).

Quistanding Options:
Number Exercise
of Shares Price Expiry Date

115,000 $ 010 December 11, 2005 (Note a)

374,620 .18 July 3,2006

462,500 . 0.10 August 6, 2006
75,000 0.17 November 2, 2006
50,000 0.135 May 7, 2007

185,380 0.1275 June 12, 2007

418,450 0.105 May 16, 2008

150,000 0.1875 September 3, 2008
80,000 Q.1125 October 3, 2008

966,550 0.10 August 6, 2009

150,000 0.17 November 2, 2009

{a} 85.000 stock options were exercised for proceeds of $8,500 and 30,000 stock options expired, unexercised.



Qutstanding Warrants:

As at October 31, 2005, the Company had outstanding share purchase warrants, enabling the holders to acquire common S
shares as follows: Con

Number : Exercise
of Shares Price Expiry Dale
899,875 5 0.20 November 11, 2005 (Nole a)
1,430,000 0.35 March 22, 2006
{a} 156,250 warrants were exercised for proceeds of $31,250 and 743,625 warrants expired, unexercised. : R

FINANCIAL INSTRUMENTS ¢

K
The Company's financial instruments consist of cash, cash held in trust, short-term investments, receivables, accounts
payable and accrued liabilities and due to related parties. Unless otherwise noted, it is management's opinion that the

Company is not exposed to significant interest, cumency or credit risks arising from these financial instruments. The fair .
vatue of these financial instruments approximates their carrying values, unless otherwise noted. N

SUBSEQUENT EVENT -
Subsequent to year end: . : . -
a) 85,000 stock oplions were exercised for proceeds of $8,500 and 30,000 stock options expired, unexercised. ;

b) 156,250 warrants were exercised tor proceeds of $31,250 and 743,625 warrants expired, unexercised.
Subsequent to auditor's report of December 15, 2005: Y
a The Company completed a non-brokered private placement of 1,080,000 flow-through common shares at a o
price of $0.25 per share for gross proceeds of $270,000. A finders’ fee of $2,000 is payable in connection

with the private placement.

The proceeds from the non-brokered private placement will be used for exploration on Goldcliff's Pancrama Ridge , :
property located in the Hedley Gold Basin, British Columbia, Canada. ., Vi

Genfqrtf2005audit'Oct 31, 2005MDA "
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DAV]DSON & COMPANY LLPE Chartcred Accountonts A Partnership of Incorporated Professionals

AUDITORS' REPORT

To the Shareholders of
Goldcliff Resource Corporation

We have audited the balance sheets of Goldeliff Resource Corporation as at October 31, 2005 and 2004 and the statements of
operations and deficit and cash flows for the years then ended. These fi ial are the responsibility of the
Company's management, Our responsibility is to express an opinion on these financiat statements based on our audits.

We conducted our audits in accordance with Canadian genemally accepted auditing standards. Those standards require that
we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supponing the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the finzncial position of the Company as at
October 31, 2005 and 2004 and the results of its operations and its cash flows for the years then ended in accordance with
Canadian generally secepted accounting principles.

"DAVIDSON & COMPANY LLP"
Vancouver, Canada Chartered Accountants

‘December 15, 2005

A Member of SC INTERNATIONAL

1200 - 60% Granvillc Steet, P.O. Box 10372, Pacific Centre, Vencouver, BC, Canada, V7Y 1G6
Telephone (604) 687-094T Fax (604) 687-6172
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GOLDCLIFF RESOURCE CORPORATION

BALANCE SHEETS . ,
AS AT OCTOBER 31
2005 2004
ASSETS
Current .
Cash and equivalents $ 333362 8. 125535
Cash held in trust (Nate 6) - 244,836
Short-term investments - 200,000
Receivables 51,135 62,408
Prepaid expenses 9,927 15,288
394,424 T 648,067
Depasits (Note 3) 11,031 11,03]
Mineral propertics (Note 4} 1,895,566 [,389.99]
$ 2301021 % 2,049,089
LIABILITIES AND SHAREHOLDERS' EQUITY : )
Current '
Accounts payable and aceryed liabilitics $ 33671 § 190,826
Shareholders’ equity .
Capital stack (Note 6) . 5,302,762 4,655,027
Subscriptions received in advance (Note 6) - 274,836
Contributed surplus (Note 6) N 171,444 99,287
Deficit

—{3.206.856) 3,170,887

—— 2267350 __ 1858263

3 2301,021 § 2,049,089
Mature and continuance of operations (Note 1)
Subsequent events (Note 12) : e

On behalf of the Board:

“Leonard W. Saleken” Director “Edwin R. Rockel” Director

The accompanying notes are an integral part of these financiat statements,




GOLDCLIFF RESOURCE CORPORATION
STATEMENTS OF OPERATIONS AND DEFICIT

YEAR ENDED OCTGBER 3t
2005 2004
EXPENSES -
Advertising and promotion H 74243 % 67,549
Management fees 10,310 13,812
Office E 10,164 27,620
Professional fees t 51,484 24,850
Rent . 6,076 5947
Stock-based compensation (Note 7 64,950 35,788
Loss before other item and income taxes 2312 ‘ (175.566)
OTHER ITEM '
Intercst income . 10,038 11,704 .
Write-off of mineral property (Note 4) {19.500) -
(9.462) _ 11.704
Loss before income taxes (246,689) (163,862)
Future income tax recovery (Note 9) 210,720 -
Loss for the year {35,969) (163,862}
Deficit, beginning of year ' ' (3.170887) __ (3.007,025)
Deficit, end of year $  (3,206856) § (3,170,887)
Basic and diluted loss per coinmon share $ (0.00) 3 (0.01)
Weighted average number of common shares outstanding 28,621,759 24,752,108

The accompanying notes are an integral part of these financial statements.,
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GOLDCLIFF RESOURCE CORPORATION
STATEMENTS OF CASH FLOWS
YEAR ENDED OCTOBER 31

2005 2004
CASH FLOws FROM OPERATING ACTIVITIES
Loss for the year -

ltems nat affecting cash:
Stock-based compensation

H (35,969) 3 (163,862)
Future income tax reCovery

64,950 35,783
(210,720) -
Write-off of minera| propenty 19,500 -
Changes in non-cash'working capital items:
(Increase) decrease jn recejvables 11,273 (15,077)
Decrease in Prepaid expenses 5361 20712
Incrcase {decrease) in accounts payable and accrued lNabilities {174,608) 44.269
r
Net cash used in operating activitjes

CASH FLOWS FROM i
Shott-term investments
Mineral properties

{320213) {78,170}

NVESTING ACTIVITIES

200,000 444,551

(5076223 {157.803)
{307,627 (313251

Net caslk wsed in investing activities

CASH FLOWS FROM
Issuance of capita] st
Share issue costs

FINANCING ACTIVITIES
ock for cash

633,124 336,954
. (42.298) .
Subscriptions feceived in advance ' - 274,836
Net cash provided by financing activities , 390,826 611,790
=20 61179
Change in cash for the year ' 37,009) 220,368
Cash and equivalents, beginning of year

Cush and e, tivalents, end of car

370371 150,001

S__ 333362 5 amam
Cosh and equivalents consists of:
Cash ) 33362 % 125,535
Cash held in trust - 244 835
Term deposits 300.00¢ -
33362 5 33939
Cash paid for:

Interest

Ncome taxes

3 - 8 -
Supplementa) disclosure with respeet to cash flows (Note 8) .

The BCcompanying nates are an integral part of these financjal statements,



GOLDCLIFF RESOURCE CORPORATION

NOTES TO THE FINANCIA

| STATEMENTS

OCTOBER 11,2005

NATURE AND CONT}

The Company wis incorporated und
primary business is the acquisition an
slage.

The Company has nat Yet dete
The recovery of the amounts COmpr!
confirmation of #conomically recovera
successfully complete the exploration an:

NUANCE OF OPERATIONS
ns Act on July 21, 1986. The Company’s

er the Canada Business Corporatiol
and it is considered to be in the exploration

d exploration of mineral properties

mined whether its mineral properties contain economically recoverable oe reseryes.
ising mineral properlies and deferred exploration cosis are dependent upon the

ble reserves, the ability of the Company 10 obtain necessary financing o
d development of those reserves and upon future profitable preduction.

These financial statements havé been prep which assumes that the Company will be
able to realize its AsSEls and discharge its Tiabilities in the normal course of business for the foresceable future. The
continuing operations of the Company are¢ dependent upost its ability to continue ko raise adequate financing and to
commence profitable operations in the future. These financial statements do not include any adjustments relating to
the recoverability and chassification of recorded assets and classification of liabikities that might be necessary should

the Company be snable to continue as a going concem.

ared on & gOINg CONCEM basis

2005 2004
Deficit ' § (3.206856) 3 (3,170,887)
Waorking, capital 360,753 457241

SIGNIFICANT ACCOUNTING POLICIES

Estimates

The preparation of in accordance with Canadian generally accepted accounting principles
requires managemen umptions that affect the reporied amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amount of
revenues and exXpenses during the reporting period. Actual results could differ from those estimates.

financial statements
t to make estimates and ass

highly Yiqaid investments that are readity convertible ta kn

ant risk of changes in value.

Cash and equivalents
own

ts consist of cash and shori-term,

Cash and equivalent
which are subjecy to an insignific

amounts of cash and

Mineral properties

All costs related to the acquisition, exploration and development of mineral properties are capitatized by property. 1f
" cconomically recoverable ore Feserves are developed, capitalized COSIS of the related property are reclassified as
mining asscts and amortized using the unit of production method, When a property is abandoned, all related costs
are written off to opcrations. if, after management review, it is determined that the carrying amount of a mineral
property is impaired, that property is written down 10 its estimated net realizable value. A pineral property is
reviewed for impairment whenever evenis or changes in citcumstances indicate that its camying amount may not be

recoverable.




GOLDCLIFF RESOURCE CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
OCTOBER 31, 2008

SIGNIFICANT ACCOUNTING POLICIES {contd..,)

Mineral properties (cont'd..,)

The mounts shown Tor mineral properties do not necessarily represent present or future vates. Their fecoverability
is dependent upon the discavery of economically recoverzble reserves, the ability of the Company to obtain the

flecessary financing ta complete the devefopment and future profitable production or proceeds from the dispasition
thereaf, -

Short-term investments

Stock-based fompensation

The Company uses the fair value based method to recognize compensation costs for th
and direct awards of stock using the Black-Scholes option pricing model, Any consi
stack aptions s crediteq to capital stock,

I
Income taxes .

substantive enactment or €flactment oceurs. To the extem that the Company does not consider it more likely than not
that 2 future tax asget would be recavered, iy provides a valuation allowance against the excess,



GOLDCLIFF R
NOTES TO THEF

ESOURCE CORPORATION
TNANCIAL STATEMENTS

OCTOBER 31, 2005

2.

SIGNIFICANT ACCOUNTING POLICIES (com'd...}

Loss per share
The Company uses the treasiiry stock methed Lo compute the dilutive ¢ffect of options, wartants and similar
instruments. Under Fls method, the dilutive effect on loss per share is recognized on the use of the proceeds thal
could be obtained upon exercise of options and warrants and similar instruments. It assumes {hat the procecds would
be used 1o purcliase commnon shares at the average market price ¢ years presented, this

calculation proved 1o be anti-dilutive.

during the year. For th

Basic Joss per share is calculated using the weighted avemge number of common shares owsianding during the year.

Flow-through shares
shares whereby the deduction for 1ax purposes

y to issue flow-through
an the Company. Recording these

s claimed by the invesiors rather th
xable temporary differences.

yes Committee of the Canadian Institate of Chartered Accounlants
are renounced, a portion of the future income tax #ssels that wese not
ding of a vakuation allowance, be recognized as a recovery of income

Canadian tax legislation permits a compan;
relating to qualified resource expenditures i
expenditures for accounting purposes gives risc 1o ta

. Effective March 19, 2004, the Emerging 1ss
requires that, when flow-through expenditures
recognized in previous years, due 10 the recor
\axes in the statement of operations.

Comparative figures

Centain comparative ligures have been reclassified to conform 1o the current year's presentation.

DEPOSITS

2 bank as security for reclamation bonds and cannot be released to the Company withowt prior

Deposits are held by
tnment agENncy.

approval of the appropriate gove!

MINERAL PROPERTIES
s of determining the validity of certain
mbiguous conveyancing history
1l of its mineral properties and to

Title to mincral properties involves certain inherent risks due to the difficuliy
claims as well as the potential for problems arising from the frequently &
characteristic of many mineral propestics. The Company has investigated title 10 2
the best of its knowledge, tile to the properties are in good standing.

.

e
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GOLDCLIFF RESOURCE CORI’ORATION
NOTES TO THE FINANCIAL STATEMENTS
OCTORER 31, 2005
4. MINERAL PROPERTIES (contd,..)
i 2009
: Pasoramy
r. . Hedley
s Total
T Atquisition csty
P . beginning of year H 18631 1930 3 38,152
5 . g Additious during the year ——ar .
- \ Totat scquisition comts - 2R9ay —_— 1P AT 44
oo A Deferred explacation posta
Balance, beginning of year ——L251.859 B e — 1] L]
, Additions during the year
. Atsayy 241 - 4911
B Drilling 102,946 . 192,345
Lo Field expenses 62021 . §292)
B . ; Genlogical 234,631 . 236831
: Geoplysical 1325 . 14335
Mappiog 21,007 . 2007
Tronching —_——— 1)
Total additions s|575q - 515758
g ’ Tocad deferred exploration couy — L6161 T —_L#51417
i Wiite-off of mineral Property

. ._ Acqoistion cesty

v oL Balasce, beginnin, ing of year
I mlmh'-;lb:m

ok ' Total scquirition cozts

Deferred epleration centy

3 Oalance, ha‘iu.m'ng of year
:gu Additicag during the year
B . Astayy

A . Drilting
N - Field expenges
Geologicat
Tremching
: Total additions
oo Recoveriey
LA
Yo Total daferred exploration cogts
ol Toul
v
40
i
H .

: T R0 g5
. . Tota 1] 1,895,566 3 - 5 LB%3, 366
i, . PIur_;n.

69,332 4 - 69152
02719 + . 302218
Sdpdp . . 54,620
g I, . 6348
Ne - . 340
9857 . 3657

—_-lll.ém_____-—v_?ﬂ.&g

1361347 - 136t 47
U

(2.488} .
~——L25ra5e ———— L3315

i 13704y 4 19.300 ¢ 1189991




GOLDCLIFF R
NOTES TO THE

ESOURCE CORPORATION
FINANCIAL STATEMENTS

OCTOBER 31, 2005

4.

5.

MINERAL PROPERTIES {cont'd...}

a) Panorama Ridge property

The Company ho"l'ds certain claims, located in the Hedley Gold Basin of the Os0y0ds Mining Division in British

Columbia.
b) Hedley pruperlly

n of the Osoyoos
3,000 and 75,000

Dawson claims
2ims in the Hedley Gold Basi

surveyed crown granted <l
{ First Refusal agrecment for §

The Company held an interest in
Mining Division in British Columbia by purchasing a Right 0
common shares of the Company valued at $13,500.
\
pany decided to abandon the propenty and wrote it off to

During the year c;'ldcd October 31, 2005, the Com

operations.

RELATED PARTY TRANSACTIONS -~ -~

trolied by a direclor of the

n controlled by a director of

Included in accounts payable is $4,314 (2004 - § Nil) owing 0 2 corporation con
an officer of the

Company- Included in prepaid eXpenses is $5,475 (2004 - $4,385) paid to a corporatio
\he Company. Cash held in trust totalting $Nil {2004 - §244,836) is held by 3 tegal firm related t0

Company.
The Company entercd into the following transactions with related parties:

3) Paidor acerued deferred exploration costs of $167,324 (2004 - $185.616) 10 corporations controlled

of the Company.

by directars

by Paid or accrued pmfessional fees of $19,209 (2004 - si4415) toa legal firm controllod by an officer of the
Company. .

¢) Paidor accrued management fees of $10,310 (2004 - $13.812) 108 corporatian controlled by a direclor of the
Company.

re in the normal course of operations and were measured at the exchange vatue which
related parties.

These transactions we
f consideration established and agreed to by the

represented the amount 0



GOLDCLIFF RESOURCE CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
OCTOBER 31, 2005

6, CAPITAL STOCK AND CONTRIBUTED SURPLUS

Number Capital Contribuyted
: of Shares Stock Surpius
Authorized .

Unlimited commen shares without par value

Balance as at Octaber 31, 2003 22241225 5 4300665 §
lssued for cash

67,407
1,137,500 231,500 -
Isswed for mineral property acquisition 75,000 13,500 -
Exercise of options 220,125 32,524 (3,908)
Exercise of warrants 630,000 76,818 -
Stock-based compensation - - 15,788
Balance as a1 October 31, 2004 25,321,850 4,655,027 99,287
Issued for cash 4,262,250 897,960 -
Share issue egsts . - (51,391) -
Exercise of options 37,500 5,636 (1,836)
Exercise of warrants 31,250 6,250 -
Stock-based compensation - - 64,950
Finders” fee warrants . - . . 9.093
Future income taxes on exploration expenditures

tenounced ta shareholders {Note 9} - 210.720) -

Balance as at October a1, 2005 29,654 350 3 530276 171,444

During the year ended October 31, 2005:

n) The Company issued LB62,250 units at a pr,
brokered private placement. Each un
flow-through share purchase

b} The Company issyed 2,400,000 units at » price of $0.25 Per unit for gross proceeds of $500,000 through & non-
brokered privare placement, Each unit consisted of one flow-through common share and one-half of one non-
flow-through share purchase warran:. Each whole share purchase warrant entitles the holder 1o purchase one
additional common share at an exercise price of $0.35 yni) Mareh 22, 2006, The Company paigd $34,500 and
tssued 230,000 WarTants at a value of $9.093 as o finders” fee ip conntection with the private placement. Each
finders® fee warrang entitles the holder to purchase one additional common share at an exercise price of $0.35
uatif March 22, 2004, .



GOLDCLIFF RESOURC

£ CORPORATION

NOTES TO THE FINANCIAL STATEMENTS

OCTOBER 31,2005

6. CAPITAL

During the

STOCK AND CONTRIBUTED SURF

year cnded October 31, 2004:

LUS (cont’d...)

“4) The Company issiied 1,15
unit consisted of ohe flow

500 through A non-brokered private

placement. Each

7,500 units for praceeds of $231,
.through commen share and one-|
ed the holder to purchase ane additiona

half of one non-flow through share purchase warrant.
1 December 23,

| common share for $0.25 anti

Each whole wasmant entit]
2004, :

b} The Company
October 31, 2004

" §TOCK OFTIONS ANP WARRANTS

Stock options

The Company has an incen
cligitle employess, officers,
pravided the exercise price is not lower
no more than 5,570,000 options as at th

. Options will vest in equal tranches over 2 peri

.!\s at October 31, 2005, stock
common shares:

tive stock option plan (the
directors and consultants at
than the market val
e date of grant with each stock 0
od of not less than 8 months,

received §274,836 of subscriptions receive

options were ocutstanding enabling thi

“plan”) whereby the Company
an cxercise price Lo be
ue at time of issue.

d in advance,

pticn

¢ optionces 10 acquire the following nu

of which $244 836 was held in trust at

may grant stock options 10

determined by the board of directors,

The Plan provides for the jssuance of

having a maximum term of five years.

mber of

Null'n.bcr
of Shares

Exercise

Pricc Expiry Date

115,000 $ 010 >
374,620 018 _July 3,2006
462,500 0.10 August 6, 2006
- 75,000 017 November 2, 2006
) . 50,000 0.135 May 7, 2007
‘ ) 185,380 0.1275 June 12,2007
o . 318,450 0.105 May 16, 2008
° * 150,000 o 0875 September 3, 2008
£0,000 : 0.1123% October 3, 2008
966,550 ° 0.10 August 6, 2009
150,000 0.17 November 2, 2009

December 11, 2005 {Note 12)
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GOLDCLIFF RESOURCE CORPORATION

NOTES TO THE FINANCIAL STATEMENTS

OCTOBER 31, 2005

STQCK OPTIONS AND WARRANTS {cont’d...)

Warrants

As at October 31, 2005, the Com,

common shares as follows:

pany had outstanding share purchase warrants, enabling the holders to acquire

Number

Exercise
of Shares Expiry Date
899,875 $ November 11, 2005 (Note 12) '
1,430,000 March 22, 20056

. Warrant transactions ang number of warrants outstanding are summarized as follows:

Weighted
Avenage
Number Exercise
of Warrants. Price
Outstanding at Octaber 31, 2003 7744450 § .18
Warrants granted 578,500 0.25
Warrants exercised (630,000) Q.12
Warrants cancelied/cxpired - (6.2]4.450) 0.18
I
Qutstanding at October 31, 2004 . 1,478,500 0.18
Warmrants granted 2,361,125 0.29
Warrants exercised (31,250) 6.20
Warrants cancelied/expired {1,478, 500) 0.18
Outstanding at October 31, 2005 2329875 § 0.29
Number of wasrants currently cxercisable 2,129875 § 0.29
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-+ «. GOLDCLIFF RESOURCE CORPORATION ™ )
.7 _.NOTES TO THE FINANCIAL STATEMENTS o
GCTOBER 3, 2005 . i
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9. . INCOME TAXES (cont'd...} Sranso - ! i

The Company has non-capital losses of approximately $760,000 available to offset 2gainst taxable income in future
years, which, if unulilized, will expirg through:to- 20135, Subject to certain restrictions, the Company also has
“CFYD resourte ekploration expenditures of approxintately §1,580,000 available to reduce taxable income of future years.
e ) e Funyre e beiefity which may arise as #vesulf bf these losses and resource deductians have not been recogrized in
- lhes'e"rman;iaj‘_smg@cm;,._and have been offset by a valuation allowance. e
© e ey o OTHELDY

A RRTER

€ (“prapany: renounced - certain ‘deductions, far Canadian ex
resource’ properties resulting in a Juture income tax liability
7 beiefi 'olT5dE By fulture incommc tax asseds resulting in a fusus

D T TR I o

b4

plo.ration cxpcnditdfes incurred on the Company's
and a charge sgainst capital stock: This liability has
income, tax recovery of $210,720.

B VIR B SRR :

PR E ol

T, 100 SSEGMENTED INFORMATION 701~ vF &

St -

The Compa_.ny conducts subs_ta:,nia_tly__ all of its operations, in F}_a}lad_a in'on_é business segment, being the acquisition
s explopRgn Bl inineal properties; 110t ete f. .

Sy UGy

Boenr N FARIG O FE VI R LA I . e
- INFINANGIAL INSTRUMENTS: /71 B0 4 07878 " :

B oapereed om sy oue Pr T b T pho e C T :
TR Clmpiny's ‘fliancial Thstriiments consist of cash and equiyatents, short-teom dnvesments, receivables, - depasits,
7y -y A0 accpunts payablé ahdl actrued Liatiliés SURIES otherwist néted, {5 fnat igement’s opinion that the Company
"7 5 nof expsed 1o significant interest, eurtency or credit risks arising from these financial instruments, The fair value
of these financial instruments approximates their carrying values, urless Q{h?ﬂ}?iﬁc noted. . -
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Subsequent to October 31, 2005:

’ , . 3},, 85,000 stock options were cxercised for proceeds of $8,500 and 30,000 stock options expired, unexercised.

- b)v. ISﬁ,iSO warrants were exercised for proceeds of $31,250 and 743,625 warrants expired, unexercised,
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Includes 31.98 43.58 12.00 1.53
Includes 3498 38.98 4.00 2.10
23005 366 B7.98 84.32 0.87
includes 8.66 20.66 12.00 1.70
Includes 8.66 12.66 4.00 209
23006 3.66 26.66 23.00 0.77
ncludes 7.66 8.66 1.00 7.86

The York-Viking zone drilling results that relate to se
1.0 ght sitver over a duill intercept of 73.77 metres {m)

ction 9580N are highlighted by 1.17 grams per tonng gold (gh) and
— a hightight of which is 4.23 git gold and 2.1 ght silver over 7.80

metres:

DOH (#) From (m} To (m) Interval (m) Au {ght Ag (git)
25042 386 17.43 7377 1.47 1.0
And 13.66 25.88 12.22 3.19 18
And 18.08 25.88 7.80 4.23 21
And 14.08 20.08 1.00 16.60 8.3
125043 3.66 74.85 7119 0.50 0.5
includes 4.94 27.25 22.31 0.62 09
NORDIC ZONE

Trenching

The high-grade gold values at the Nordic contain 15.60 grams per to

nnes (/) gold over 3.00 metres in trench ND56.

Trench From (m}) To {m) Interval {m) Gold (g)
ND56 0.00 45,40 45,40 2.04
Includes 1.00 27.00 26.00 322
Includes 5.00 21.10 16.10 4.33
Includes 5.00 13.00 8.00 7.51
Includes 8.00 11.00 3.00 45.60
ND74 0.00 10.00 10.00 0.22
And 10.00 32.00 22.00 202
Includes 15.00 21.00 6.00 3.01
Includes 18.00 21.00 3.00 4.17
NDBa3 0.00 16.70 16.70 139,
includes 10.60 16.70 6,70 2.10
includes 14.00 16.70 2.70 2.61
ND91 5.00 12.00 12.00 254
tncludes 4.00 11.00 7.00 3.80
Includes 6.00 9.00 3.00 5.78

in summary, gold results are consistent with the Panorama gold deposit model - a wortd-class, sedimentary, strata-bound
gold skam deposit with an important sitver grade component. The gold mineralization at YVZ occurs concurrently on the
surface and at depth, The silver grades add significantly to the YVZ's economic patentia. The drilling results and the
geology of the drill holes indicate the possivility of deeper gold mineralization beyond the cument drilling depths.

[

ON BEHALF OF THE BOARD
“| eonard W. Saleken”

Leonard W. Saleken, PGeo, President
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GOLDCLIFF RESOURCE CORPORATION FEL ron
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Vancouver, B.C, V6P 5M9, Canada

_ Tel. No. (604) 261-7477 » Fax No.: (604) 261-8994
E-mail: info@poldcliff.ca » Website: www.goldeliff.com

NOTICE OF ANNUAL GENERAL MEETING OF SHAREHOLDERS

TO THE SHAREHOLDERS:

NOTICE (S HEREBY GIVEN that the Annual General Meeting of Goldcliff Resource

Carporation (the "Company”) will be held at 1040-999 West Hastings Street, Vancouver, B.C.
V6C 2W2, on Thursday, April 13, 2006 at 10:00 a.m. {local time) to transact the usual business
of an Annual General Meeting and for the following purposes:

1.

2.

To receive the repott of the directors.

To receive and consider the audited financial statements of the Company for the fiscal
period ended October 31, 2005, including the accompanying notes and the auditor's
report, and the annual Management Discussion and Analysis.

To appoint an auditor for the Company to hold office until the close of the next Annual :
General Meeting.

3
To authorize the directors to fix the remuneration to be paid to the auditor of the
Company.

To ¢lect directors to hold office until the close of the next Annual General Meeting.

To consider, and if thought fit, to approve, with or without amendment, an ordinary
resolution, whercunder the Company's Incentive Stock Option Plan be amended such
that the maximum number of shares that may be the subject of options at any given time
be ingreased fram 4,430,000 to 5,570,000 shares, c

To transact such other business as may properly come before the meeting or any
adjournment or adjournments thereof.

The audited financial statements of the Company including the accompanying notes and

auditor’s report for the financial year ended October 31, 2005 accompany this Notice.

The accompanying Information Circutar provides additional information relating to the

matters to be dealt with at the Meeting and is deemed to form part of this Notice. Copies of any
documents to be considered, approved, ratified and adopted or authorized at the Mecling will be




available for inspection at the registered and records office of the Company at 1040-999 West
Hastings Street, Vancouver, B.C. V6C 2W2, during normal business hours up to April 13, 2006
being the date of the Meeting, and at the Meeting.

Thé directors of the Company fixed the close of business on March 9, 2005 as the record
date for determining holders of commen shares who are entitled to vote at the Meeting.

A shareholder entitled 10 attend and vote a1 the Meeting is entitled 10 appoint a proxy o
attend and vote in his stead, If you are unable to attend the Meeling in person, please complete,
sign and date the enclosed Form of Proxy and return the same in the enclosed return envelope
provided for that purpose within the time and to the location in accordance with the instructions
set out in the Form of Proxy and Information Circular accompanying this Notice,

Please advise the Company of any change in your address.

DATED at Vancouver, B.C. this 9 day of March, 2006,

BY ORDER OF THE BOARD
Goldcliff Resource Corporation

“Leonard W, Saleken”

Leenard W, Saleken, President
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GOLDCLIFF RESQURCE CORPORATION
6976 Labumum Street
Vancouver, B.C. V6P 5M9, Canada

MANAGEMENT INFORMATION CIRCULAR

As at February 28, 2006
unless otherwise noted

SOLICITATION OF PROXIES

This [nformation Circular is furnished in conncction with the solicitation of proxies
by the management of Goldeliff Resource Corporation (the '"Company"), at the time and
place and for the purposes set forth in the Notice of Meeting.

Notc: The term "shareholder” as defined in the Business Corporations Act S.B.C. 2002, c.57
{the "Act"), except in section 385, means a person whose name is entered in a securities
register of a company as a registered owner of a share of the company or, until such an
entry is made for the company:

(a) in the case of a company incorporated before the coming into force of the Act, a
subscriber, or

(b) in the case of a company incorporated under the Act, an incorporator.

]
[t is expected that the solicitation will be primarily by mail. Proxies may also be solicited
personally or by telephone by directors, officers or employees of the Company at nominal cost.
The cost of this solicitation will be borne by the Company.

APPOINTMENT OF PROXYHOLDER

A duly completed form of proxy will constitute the person(s) named in the enclosed form
of proxy as the proxyholder for the shareholder (the “Registered Shareholder”). The persons
whose names are printed in the enclosed form of proxy for the Meeting are ofﬁccrs or directors
of the Company (the “Management Proxyholders™).

A Registered Sharcholder has the right to sppoint a person other than a
Management Proxyholder to represent the Registered Shareholder at the Meeting by
striking out the names of the Management Proxyholders snd by inserting the desired
person’s name in the blank space provided or by exccuting a proxy in a form similar to the
enclosed form. A proxyhelder need not be a Registered Sharchalder.



The persons named in the accompanying Form of Proxy are nominees of the Company's
management, A sharcholder desiring to appeint some other person (whe need not be a
shareholder} to represent him at the meeting may do se either by:

()  STRIKING OUT THE PRINTED NAMES AND INSERTING THE DESIRED
PERSON'S NAME IN THE BLANK SPACE PROVIDED IN THE FORM OF
PROXY; OR

(b)  BY COMPLETING ANOTHER PROPER FORM OF PROXY.

"
The completed proxy must be deposited a1 the office of Pacific Corporate Trust
Company, 10th Floor, 625 Howe Street, Vancouver, B.C.,, V6C 3B8 not less than 48 hours
(excluding Saturdays, Sundays and helidays) before the time fixed for the mecting.

A shareholder who has given a proxy may revoke it by an instrument in writing delivered
to the office of Pacific Corporate Trust Company, Corporate Trust Department, or to the
registered office of the Company, 1040-999 West Hastings Street, Vancouver, B.C. V6C 2W2, at
any time up to and including the last business day preceding the day of the meeting, or any
adjournment thereof, or to the Chairman of the meeting or any adjournment thereof, or in any
other manner provided by law. |

VOTING OF PROXIES

If the instructions as o voting indicated in the proxy are certain, the shares represented
by the proxy will be voted on any poll and where a choice with respect 1o any matter o be acted
upon has been specified in the proxy, the shares will be voted on any poll in accordance with the
specifications so made. IF A CHOICE 1S NOT SO SPECIFIED, IT IS INTENDED THAT THE
PERSON DESIGNATED BY MANAGEMENT IN THE ACCOMPANYING FORM OF
PROXY WILL VOTE THE SHARES REPRESENTED BY THE PROXY iN FAVOUR OF
EACH MATTER IDENTIFIED ON THE FORM OF PROXY AND FOR THE NOMINEES OF
MANAGEMENT FOR DIRECTORS AND AUDITOR.

The form of proxy accompanying this Information Circular confers discretionary
autherity upon the named proxyholder with respect to amendments or variations to the matters
identified in the accompanying Notice of Meeting and with respect to any other matters which
may properly come before the meeting. As of the date of this Information Circular, the
management of the Company knows of no such amendment or variation or matters to come
before the meeting other than those referred 10 in the accompanying Notice of Meeting.

NON-REGISTERED HOLDERS

Only Registered Shareholders or duly appointed proxyholders are permitted to vote
at the Mecting, Most sharcholders of the Company are “nen-registered” sharcholders
because the Shares they own are not registered in their own names but are instead
registered in the name of the brokerage firm, bank or trust company through which they

e




3
1

1.
i

3

purchased the Shares. More particularly, a person is not a Registered Sharcholder in respect of
Shares which are held on behalf of that person (the “Non-Registered Holder™) but which are
registered either: (a) in the name of an intermed:ary {an “Intermediary™) that the Non-Registered
Holder deals with in respect of the Shares (Intermediaries include, among others, banks, trust
companies, securities dealers or brokers and trustees of administrators of sell-administered
RRSPs, RRIFs, RESPs and similar plans); or (b) in the name of a clearing agency (such as The
Canadian Depasitory for Securities Limited {“CDS™)), of which the Intermediary is a participant.

Non-Registered Holders who have not objected to their Intermediary disclosing certain
ownership information about themselves to the Company are referred to as “NOBOs”. Those
Non-Registered Holders who have objected to their Intermediary disclosing ownership
information about themselves to the Company are referred to as “OBOs™.

In accordance with the requircments of National Policy 54-101, Communication with
Beneficial Owners of Securities of a Reporting Issuer, of the Canadian Seccurities Administrators,
the Company has elected to send the notice of meeting, this information circular and proxy
{collectively the “Meeting Malerials™) directly to the NOBOs, and indirectly through
[ntermediaries to the OBOs. . - B

The Intermediaries (or their service companies) are. respensible for forwarding the
Meeting Materials to each OBO, unless the OBO has waived the right to receive them.

Meeting Materials sent to Non-Registered Holders who have not waived the right (o
receive Meeling Materials are accompanied by a request for voling instructions (a “VIF”). This
form is instead of a proxy. By retuming the VIF in accordance with the instructions noted on ita
Non-Registered Holder is able to instruct the Registered Shareholder how to vote on behall of
the Non-Registered Shareholder.  VIFs, whether provided by the Company or by an
[ntermediary, should be completed and retumed in accordance wilth the specific instructions
noted on the VIF.

In either case, the purpose of this procedure is to permit Non-Registered Holders to direct
the voting of the Shares which they beneficially own. Should a Non-Registered Holder who
receives a VIF wish to attend the Meeting or have someone else attend on hisfher behalf, the
Non-Registered Holder may request a legal proxy as set forth in the VIF, which will grant the
Non-Registered Holder or his/her nominee the right to attend and vole at the Meeting.
Non-Registered Holders should carefully follow the instructions sct ous in the VIF
including those regarding when and where the VIF is to be delivered.

INTEREST OF CERTAIN PERSONS OR COMPANIES
IN MATTERS TO BE ACTED UPON

Other than as disclosed elscwhere herein, none of the following persons has any matertal
interest, direct or indirect, by way of beneficial ownership of securitics or otherwise, in any
matter to be acted upon other than the election of directors or the appointment of auditors:



{a) any director or executive officer of the Company at any time since the commencement of
the Company's last completed financial year;

(b) any proposed nominee for election as a director of the Company: and

(c) any associate or affiliate of any of the foregoing persoiis.

FINANCIAL STATEMENTS, DIRECTORS REPORT, MANAGEMENT'S DISCUSSION
AND ANALYSIS & ADDITIONAL INFORMATION
1

The Report of the Directors to Shareholders and the consolidated financial statements of
the Company for the year ended October 31, 2005 (the “Financial Statements™), including the
accompanying notes and the auditor’s report, will be presented to the shareholders a1 the
Meeting. These documents are being mailed to shareholders with this [nformation Circular.

Additionat information relating to the Company may be found on SEDAR at
www.sedar.com. A securityholder may contact the Company to request copies of the Company’s
financial statements and Management's Discussion and Analysis (“MD&A™. Financial
information is provided in the Company's comparative financial statements and MD&A for its
most recently completed financial year.

APPCINTMENT AND REMUNERATION OF AUDITOR

The management of the Company will recommend 1o the Meeting o appoint Davidson &
Company, Chartered Accountants, of 1200-609 Granville Street, P.O. Box 10372, Pacific
Centre, Vancouver, B.C. V7Y 1686, as auditor of the Company to hold office until the close of
the next Annual General Meeting of shareholders. It is proposed that the remuncration to be
paid to the auditor be fixed by the directors,

Davidson & Company was first appointed auditor of the Company on April 14, 2004,

VOTING SECURITIES AND PRINCIPAL HOLDERS THEREOF

The Company is authorized to issue an unlimited number of common shares without par
value (the "Common Shares"), of which 31,019,850 Common Shares are issued and outstanding.

Only the holders of Common Shares are entitled-to vote at the Meeting and the holders of
Common Shares are entitled to one vote for each Common Share held. The directors of the
Company fixed March 9, 2006 as the record date for the determination of the shareholders
entitled 10 vote al the Annual General Meeting.

To the knowledge of the directors and senior officers of the Company, the following are
the only persons beneficially owning, directly or indirectly, or exercising control or direction

over voting securities carrying more than 10% of the voting rights attached to any class of voting
securities of the Company:

P
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Percentage of Issued Yoting

Name MNumber of Yoting Securities Securities
Leonard W, Saleken 4,832,957 C 15.58%
ELECTION OF DIRECTORS

The Board of Directors presently consists of four directors and it is intended to elect four
directors for the ensuing year.

The term of office of each of the present directors expires at the Meeting.

The persons named in the following table are propased by management for election as
directors of the Company. Each director elected will hold office until the next Annual General
Meeting or until his suecessor is duly elected or appointed, unless his office is earlier vacated in
accordance with the Articles of the Company or he becomes disqualified to act as a director. In
the absence of instructions to the contrary, the enclosed Proxy will be voted for the nominees
listed herein. '

MANAGEMENT DOES NOT CONTEMPLATE THAT ANY OF THE NOMINEES
WILL BE UNABLE TO SERVE AS A DIRECTOR. THE COMPANY HAS NOT RECEIVED
NOTICE OF, AND MANAGEMENT IS NOT AWARE OF ANY PROPOSED NOMINEE N
ADDITION TO, THE NAMED NOMINEES.

The following information concerning the respective nominees has been fumished by

each of them:

Name, Province and
Country of Ordinary

Prircipal Qecupation or
Employment and, If not
clected a director by a vote of
sccurity kolders, occupation

First and Present
Position with the

Approx, no, of
voting securities
beneficizlly owned,
directly or
indirectly or over
which direction or
control is

Residcnce during the past five years® Company " exercised™
Leonard W. Salekent™ Geological Consultant, Geotee President and Director, | 4,832,957 Commaon
B.C., Canada Consultants Ltd, Jul.21/86 to date; Chief

Executive Officer,

Oct.2 1/88 to date '
Edwin R. Rockel Geophysical Consultant, Director, Jul.21/86 1o 933,420 Common
B.C., Canada Interpretex Resources Lid. date; Chief Financial i,

Officer, Jun, 272003 to |

date
Paul F. Saxton™ Chairman and COO, Pinnacke Dircetor, Sep.03/2003 | 92,500 Common
B.C., Canada Mines Ltd., July 2003 to date to date
George W. Sanders™ Corporate Financial Consultant, | Dizector, May 772002 165,000 Common
B.C., Canada May/2002 to date to date

(1]

@

employment indicated for at least five years.

For the purposes of disclosing positions held in the Company, "Company” shall include the Company
andfor a parent or subsidiary thereof.

Unless otherwise stated above, each of the above-named nominees has held the principal occupation or



& Securities bencficially owned by directors is based on information furnished to the Company by the
nofminees.
® Member of Audit Committee.

STATEMENT OF EXECUTIVE COMPENSATION

Reference is made to Schedule "A” atiached hereto and forming a part hereof,

'SECURIT[ES AUTHORIZED FOR ISSUANCE
UNDER EQUITY COMPENSATION PLANS

4
Egquity Compenm.ri&n Plan Information

Nuniber of securities
remaining available for
future issuance under
Number of securities 10 Weighted-average equily compensation
be issued upon exercise exercise price of plans (excluding
of outstanding options, sulstanding options, securities reflected in
warrants and rights warrants and rights column (a)}
Plan Catepory {a) (b) {c)
Equity compensation 3,027,500 301188 438,340
plans approved by
securityholders
Equity compcnsation N/A N/A N/A
plans oot approved by
securityholders
Total 3.027.500 30,1188 438,340

INCENTIVE STOCK OPTION PLAN
Summary of General Requirerients

The Company has an Incentive Stock Option Plan (the “Existing Plan™) which complies
with the rules set forth for such plans by the TSX Venture Exchange (the “Exchange™).
However, management wishes to increase the number of shares that may be subject to options
under the Existing Plan from 4,430,000 to 5,570,000. The Existing Plan provides for the
issuance of options to directors, officers and employees of the Company and its subsidiaries to
purchase common shares of the Company. The stock options may be issued at the discretion of
the Boa:"d of Directors and may be exercisable during a period not exceeding five years. Stock
options granted under the Existing Plan will vest in equal quarterly tranches over a period of not
less than 18 months, The exercise price will not be lower than the "market price” of the Shares
on the Exchange at the time of grant. In the context of the Existing Plan, "market price” means
the last closing price of the Company's shares on the day immediately preceding the date on
which the directors grant and publicly announce the options and will not otherwise be less than
$0.10 per share. A four-month hold peried on al} shares isstied pursuant to stock options is
imposed by the Exchange from the date of grant. Disinterested sharcholder approval will be
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obtained for any reduction in the exercise price of options granted to persons who are insiders of
the Company at the time of the proposed amendment.

See the sub-section captioned “Amendment to Incentive Stock Option Plan”.
Amendment to Incentive Stock Option Plan

As set forth above, management of the Company wishes to increase the aumber of shares
that may be subject to options under the Existing Plan.

At the Meeting, the sharcholders will be asked to consider, and the directors, believing it
to be'in the best interests of the Company, recommend the sharehelders approve, a resolution
whereunder paragraph 4.02 of the Existing Plan be amended to provide that the number of
commion shares of the Company that have been allocated and reserved for use in the Company's
Incentive Stock Option Plan {the "Amended Plan") be increased from 4,430,000 shares to
5,570,000 shares. The Amended Plan is attached hercto as Schedule “B”.

All outstanding incentive stock options will automatically be subject to the terms and
conditions of the Amended Plan. .

INSIDERS . TQO WHOM SHARES MAY BE ISSUED UNDER THE PLAN, AND
THEIR RESPECTIVE ASSOCIATES AND AFFILIATES, WILL ABSTAIN FROM
VOTING ON THE FOREGOING RESOLUTION. THE APPROVAL OF A MAJORITY
OF MSINTERESTED MEMBERS OF THE COMPANY IS THEREFORE SOUGHT.,

As a result, at the Mecting, the votes attaching to the 7,644,457 shares held by insiders
and their associates will not be counted.

Y
INDEBTEDNESS TO COMPANY OF DIRECTORS AND EXECUTIVE OFFICERS

None of the directors, executive officers, employees, former executive officers, directors
and employees of the Company or any of its subsidiaries, proposed nominees for election or
associates of such persons is or has been indebted to the Company (other than routine
indebtedness) in excess of $50,000 at any time for any reason whatsoever, including the

purchase of securities of the Company or any of its subsidiaries.
. )

INTEREST OF leORMED PERSONS IN MATERIAL TRANgg}CTIONS

Since the commencement of the Company's last completed financial year, other than as
disclosed elsewhere herein, no informed person of the Company, any proposed director of the
Company or any associate or affiliate of any informed person or proposed director has any
malterial interest, direct or indirect, in any transaction or in any proposed transaction which has
materially affected or would materially affect the Company. The term “informed person™ as
defined in National Instrument 51-102, Continuous Disclosure Obligations, means

(a) i director or executive officer of a reporting issuer;



(b)  adirector or executive officer of a person or company that is itself an informed person or
subsidiary of a reporting issuer;

(c) any person or company who beneficiatly owns, directly or indirectly, voting secirities of
a reporting issuer or who exercises control or direction over voting securities of a
reporting issuer or a combination of both carrying more than 10 percent of the voting
rights attached to all outstanding voting securilies of the reporting issuer other than
voting securities held by the person or company as underwriter in the course of a
distribution; and

(d) a reporting isster that has purchased, redeemed or otherwise acquired any of its
securities, for so long as it holds any of its securities.

Set forth below are details of material transactions in which “informed persons™ have an
interest: -

Private Placement Transaction

In December 2005, certain investors purchased 1,080,000 shares of the Company on a
flow-through basis (the “FT Shares™) at a price of $0.25 per FT Share for a total purchase price
of $270,000 by way of private placement. Len Saleken, Paul Saxton and Ed Rockel, all directors
of the Company, participated in the private placement with the purchase of 100,000, 40,000 and
60,000 FT Shares respectively for a total purchase price of $50,000.

MANAGEMENT CONTRACTS

There are no management functions of the Company which are to any substantial degree
performed by a person other than a director or executive officer of the Company.

PARTICULARS OF OTHER MATTERS TO BE ACTED UPON

It is not known that any other matters will come before the meeting other than as set forth
above and in the Notice of Meeting accompanying this Information Circular, but if such should
occur the persons named in the accompanying Form of Proxy intend to vote on them in
accordance with their best judgement, exercising discretionary authority with respect to
amendments or variations of matters identified in the Notice of Meeting and other matters which
may properly come before the meeting or any adjournment thereof. '

STATEMENT OF CORPORATE GOVERNANCE PRACTICES
Board of Directors

The Company’s Board of Directors is currently comprised of four directors, Leonard W.
Saleken, Edwin R. Rockel, Paul F. Saxton and George W. Sanders, of which two mermibers, Paul
F. Saxton and George W. Sanders, are independent as defined in National Instrument 58-101 ~




Disclosure of Corporate Governance Practices (“NI 58-1017) and Multilateral Instrument
52-110 ~ Audit Committees ("MI 52-110"). Leonard W. Saleken is not independent by virtue of
his being an executive officer of the Company as defined in Mi 52-110. Edwin R. Rockel is not
independent by virtue of his providing consulting services to the Company.

Directorships

The following directors of the Company are presently directors of any other issuers that
are reporting issuers (or the equivalent) in any jurisdiction including foreign jurisdictions: -

Dircctor Other Reporting Issuers
Paul Saxton Doublestar Resources Ltd.
Pinnacle Mines Ltd.
George Sanders Wescan Goldfields Inc.
Bitterroot Resources Lid.

Orientation and Continuing Education

The Company does not have a formal orientation and continuing education program.
However, the Company ensures that new board members are properly trained and oriented as
part of the Board of Directors’ overall stewardship responsibility. The Board of Directors is
responsible for supervising management in carrying on the business and affairs of the Company.
Directors are required to act and exercise their powers with reasonable prudence in the best
interests of the Company. The Doard discharges the following responsibilities as part of its
overall stewardship responsibility:

+ the strategic planning process of the Company;

[

= identification and management of the principal risks associates with the business of
the Company;

+ planning for successton of management;

+ the Company's policics regarding communications with its shareholders dnd others;
and

¢ the integrity of the internal controls and management information syslems of the
Company. ¥,

Ethical Business Conduct
The directors of the Company encourage and promote a culture of ethical business

conduct through comununication and supervision as part of their overall stewardship
responsibility.




Nomination of Directors

There is no formal procedure for the nomination of directors of the Company. However,
the Board of Directors considers potential future members as part of its succession planning.

Compensation

No formal procedure is followed with respect to the determination of the compensation
paid to the CEQ. The directors receive no compensation for acting as dircctors. An ad hoc
compensation conuniftee is established if and when the compensation of the CEQ is reviewed,
and the review is conducted in the context of the services of the CEQ and in the context of
market rates for persons of similar qualifications performing similar services,

Other Board Comumiittees

The Board of Directors has formally appointed only an Audit Committee and has no
other committees in place at this time.

Assessments

The Board of Directors of the Company does not conduct any formal evaluation of the
performance and effectiveness of the members of the Board, the Board as a whele or any
commitiee of the Board.

AUDIT COMMITTEE

Audit Compmittee Charter

The Audit Commitiee of the Board of Directors of the Company operates under a writlen
charter that sets oul its responsibilities and composition reguirements. The text of the Audil
Committee charter is attached as Schedule “C™ to this Information Circular.

Composition of the Audit Committee

As of the date of hereof, the members of the Audit Committee are Leonard W. Saleken,
Paul F. Saxten and George W. Sanders. Messrs. Suxton and Sanders are “independent”, within
the meaning set out in MI 52-110, while Mr. Saleken is not independent, All of the members of
the Audit Committee are financially literate, within the meaning set out in M1 52-110.

Relevant Education and Experience

_Leonard W. Saleken is a self-employed businessman with more than 35 years of mining
experience.

Paul F. Saxton holds a Masters of Business Administration from the University of
Western Ontario and has mote than 34 years of mining experience.
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George W. Sanders in 2 mining entreprencur with over 25 years experience in mining and
exploration finance and spent over 15 years as an investment advisor and precious metals
specialist.

Audit Cormmittee Qversight

At no time since the commencement of the Company’s most recently completed financial
year, has a recommendation of the audit commitiee to nominate or compensate an exte:
auditor not been adopted by the board of directors. '

Reliance on Certain Exemptions

Since the effective date of MI 52-110, the Company has not relied on either of the
exemptions contained in seclion 2.4. De Minimis Non-audit Services, or section 8, Exemptions,
Section 2.4 provides an exemption from the requirement that the audit committes must
pre-approve al non-audit services to be provided by the auditor, where the total amount of fees
related to the non-audit services are not expected to exceed 5% of the total fees payable to the
auditor in the fiscal year in which the non-audit services were provided. Section 8 permits a
company to apply to a securitics regulatary authority for an exemption from the requirements of
MI 52-110, in whole or in part.

Pre-Approval Policies and Procedures

The audit committce has not adopted specific policies and procedures for the engagement
of non-audit services. Subject to the requirements of MU 52-10, the engagement of non-audit
services is considered by the Company’s Board of Directors and, where applicable, by the audit
comsmitiee, on a case-by-case basis.

1

External Auditor’s Fees

Set forth below are details of certain service fecs paid to the Company’s external auditor
in each of the last two fiscal years:

s

Financial Year Ead Audi{ Fees Audit Related Fees Tax Fees All Other Fees
October 31, 2004 $18,000 Nil Nil Nil -
October 31, 2005 $20,000 Nil Nil Nil

Exenption :

The Company is entitled to rely on the exemption in section 6.1 of MI 52-110 with
respect to compliance with the requirements of Part 3 (Composition of the Audit Committee) and
Part 5 {Reporting Obligations) of MI 52-110.

ADDITIONAL INFORMATION

Additional information concerning the Company is available on SEDAR at
www.sedar.com. Financial information concerning the Company is provided in the Company’s
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comparative financial statements and Management’s Discussion and Analysis for the financial
year ended October 31, 2005,

Shareholders wishing to obtain a copy of the Company’s financial statements and
Management’s Discussion and Analysis may contact the Company as follows:

GOLDCLIFF RESOURCE CORPORATION
6976 Laburnum Street
Vancouver, B,C, V6P 5M9, Canada

BOARD APPROVAL

The contents of this Information Circular, "including the schedules thereto, and the
sending thereof to shareholders entitled to receive notice of the Meeting, to each director, to the
auditors of the Company and to the appropriate governmental agencies, have been approved in
substance by the directors of the Company pursuant to resolutions passed as of March 9, 2006.

CERTIFICATE

The foregoing contains no ntrue statement of a material fzct and does not omit to state a
material fact that is required to be stated or that is necessary to make a statement not misleading
in the light of the circumstances in which it was made.

BY ORDER OF THE BOARD
Goldeliff Resource Corporation

“Leonard W. Saleken™

Leonard W. Saleken, President
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Schedule “"A" to the Information Circular of
Goldcliff Resource Corporation (the ""Company")

STATEMENT OF EXECUTIVE COMPENSATION

(a}

b

(c)

(d)

(e}

(e)

)

For the purpases of this Information Circular:

"Chief Executive Officer” or “CEO" means each individual who served as chiel executive officer of the
Company or acted in a simitar capacity during the most recently completed financial year;

"Chiel Financial Officer” or “CFO" means each individual who served as chief financial officer of the
Company or acted in a similar capacity during the most recently completed financial year;

“long-term incentive plan™ or “LTIP" means a plan providing compensation intended to motivate

perforinance over a period greater than one financial year. LTIPs do not include option or SAR plans or .

plans for compensation through shares or units that are subject to restrictions on resale;

“measurement period” means the period beginning at the “measurement point™ which is established by the
market close on the last trading day before the beginning of the Company’s fifth preceding financial year,
through and including the end of the company’s most recently completed financial year, IT the class or
series of securitics has been publicly traded for a shorter period of time, the period covered by the
comparison may correspond to that time period;

"Named FExecutive Officers” or “NEOs™ means the following individuals:
{i) each CEQ,
(ii) each CFOQ; !

(iii) cach of the Company’s thiee most highly compensated executive officers, other than the CEO and
CFO, who were serving as exceutive afficers at the end of the most recently completed financial
year and whose total salary and bonus exceeds $150,000; and

{iv) any additional individuals for whom disclosure would have been provided under (iii) bui for the
fact that the individual was not serving as an executive officer of the Company at the end of the
most recently completed financial year end.

“normal retirement age” means normat retirement age as defined in a pension plan or, if not defined, the
carliest Lime at which a plan panicipant may retirc without any benefit reduction duclto age;

“options” includes all options, share purchase warrants and rights granted by a company or its subsidiaries
as compensation for employment services or office. An extension of an option or replacement grant is a
grant of a new option. Also, options includes any grants made to an NEO by a third party or a non-
subsidiary affiliate of the Company in tespect of services to the Company or a subsidiary of the Company.

“plan” includes, but is not limited to, any arrangement, whether or not set forth in any formal document
and whether or not applicable o only one individual, under which cash, securities, options, SARs, phantem
stock, warrants, convertible sccurities, shares or units that are subject to restriction on resale, performance
units and performance shares, or similar instruments may be received or purchased, It excludes the Canada
Pension Plan, similar govemment plans and group life, health, hospitalization, medical reimbursement and




relocation plans that are available generzlly to all salaried employees (for example, does not discriminate in
scope, lerms or operation in favour of executive officers or directors);

(i) “replacement grant” means the grant of an option or SAR reasonably related to any prior or potential
cancellation of an option or SAR; '

()] “repricing” of an option or SAR means the adjustment or amendment of the exercise of base price of a
previously awarded option or SAR. Any repricing occurring through the operation of a formula or
mechanism in, or applicable to, the previousty awarded option or SAR equally affecting 2ll holders of the
class of securities underlying the option or SAR is excluded; end

(k} “stock appreciation right” or “SAR” means a right, granted by the Company or any of its subsidiaries as
compensation for employment services or office to receive cash or an issue or transfer of securities based
wholly or in part on changes in the rading price of public traded securities.

Executive Compensation

During the fiscal year ended October 31, 2005, the Company had two Named Executive
Officers (for the pumposes of applicable securities legislation), namely:

fa) Leonard W. Saleken, the President and Chief Executive Officer;
(b) Edwin R. Rockel, Chief Financial Officer

The following table sets ferth, for the periods indicated, the compensation of the Named
Executive Officers.

Annual Comp i Lang Term Comp
. Awards Payouts
Securities
Other Under Shares or
Annual Options/ | Units subject
Compen- SARs to Ressle LTIP ATl Other
NEQ Name and Salary Bonus aation granied Restriclions | payouts Compen-
Priacipal Position Yeart" (3} {5} ($) (¥) {5} ($) sation (5)
Leonard W. 2003 n/a na nfa 150,000 Nil Nit $96,056 @
Saleken, President | 2004 wa n/a n/a 210,000 Nil Nit $15),430 ™
and CEQ 2005 nfa n/a n/a Nil Nil Nil $143,159
Edwin R Rockel | 2003 a a n/a 100,000 Nil Nil 36,901 ™ |
CFo™ 2004 n/a wa n/a 280,000 Nil Nil $35,814 1%
2005 /e wa n/a Nil Nil Nil $34,475 6t

NOTES:

[{)] November | 10 October 31,

(3] Paid 10 a non-reporting company controlled by Mr. Saleken with respect to geological services
rendered to the Company. .

) Of this, $137,618 was paid 1o a corporation controlled by Mr. Saleken with respect to geological
services rendered and $13,812 was paid to a corperation controlled by Mr. Saleken with respect 1o
management fees.:

(4) Of this, $132,849 was paid to a corporation controlied by Mr. Saleken with respect 1o geological
services rendered and $10,310 was paid to a corporation controlled by Mr, Saleken with respect to

' management fees. .
[&)) Edwin R. Rockel was appointed as Chief Financial Officer effective as of June 27, 2003.
{6) Paid to a non-reporting company controlled by Edwin R, Rackel.
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Options and Stock Appreciation Rights (“SARs")

No incentive stock options were gmnled to the Named Executive Officer during the most

recently. completed financial year (November 1, 2004 to October 31, 2005) (the *Financial
Period™).

The following table sets forth details of incentive stock options exercised by the Named
Executive Officers during the Financial Period and the financial year-end value of unexercised
options;

Vialue of
Unexercised in-
Unexercised the-mone

Options/SARs Options/SARs

2t Oct. 31,2005 | at Oct.31, 2005
Securities Aggregate ()] 44

Acquired on Value Realized Exercisable/ Exercisable/

NEO Name Exercise (5)® Unexercisable Unexercisable

Leonard W. Saleken Nil Nil 347,500/52 500 | $12,600/84,200
Edwin B Rockel Nil Nil 330,000/70,000 | $22,425/85.600

M "In-the-money" means the excess of the market value of the common shares of the Company on October

25, 2005, being the last day that the Company's stock traded prior to October 31, 2005 (50.18) over the
base price of the options. In the case of M. Saleken, the base price was $0.18 with respect to 190,000
options and $0.10 with respect to 210,000 options. in the case of Mr. Rockel, the base price was $0.18
with respect to 45,000 options, $0.105 with respect to 75,000 options and $0.10 with respect to 280,000
options, ;

"Aggregate Value Realized” means the excess of the market value at exercise over the exercise price at the
date of exercise.

m

Pension Plan
The Company does not have a pension plan.
Termination of Employment, Change in Responsibilities and Emplayment Contracts

There is no employment contract between the Company or any of its subsidiaries and a
Named Executive Officer. There is no compensatory plan or arrangerment, including payments

to be received from the Company or any of its subsidiaries, with respect to the Named Executive
Officers. )
i,

Compensation of Directors

During the Financial Period, no compensation was paid to the dircctors of the Company
for their services:

(a) in their capacity as directors, including any amounts payable for committee participation
or special assignments pursuant 1o any standard or other arrangements; or

(1)) as consultants or experts




except as set forth below and as otherwise herein disclosed.
The Company has no pension plan or other armangement for non-cash compensation to
the Other Directors, except incentive stock options. The Other Directors, as a group, exercised

no incentive stock options to purchase common shares of the Company during the Financial
Period.

X
d
\
.
\ .
.
. '
. .
1 ' )
H . i
;
a2
i v °
:
] .

.



viand

Schedule “B” to the [nformation Circular of
Goldcliff Resource Corporation (the "Company™)

-AMENDED PLAN -

]
|
|
|
|
.
|
| i
| v
i
.
.




GOLDCLIFF RESOURCE CORPORATION -

(Tier 2 Issuer, Fixed Number, over 10%)

INCENTIVE STOCK OPTION PLAN .
(for consideration by the disinterested sharcholders of the Company at an Annual General
Meeting to be held on April 13, 2006)

1. Purpose “y

1.01 The purpose of the Incentive Stock Option Plan (the “Plan™) is to premote the
profitability and growth of Goldchiff Resource Corporation (the “Company”) by facilitating
the efforts of the Company to obtain and retain key individuals. The Plan provides an incentive
for and encourages ownership of the Company's shares by its key individuals so that they may
increase their stake in the Company and benefit from increases in the value of the Company's
shares,

2. Administration

201 The Plan will be administered by a committee (the “Committee™ of the Company's
Board of Directors (the “Board™).

2.02 The Committee will be authorized, subject 10 the provistons of the Plan, to adopt such
rules and regulations as it deems consistent with the Plan's provisions and, in its sole discretion,
to designate options (*Optiens”) to purchase shares of the Company pursuant to the Plan. The
Committee may authorize one or more individuals of the Company to execute, deliver and
receive documents on behalf of the Committee.

3. Eligibility

3.01 Each person (an “Optionee™) who is a “Consultant”, a “Dircctor”, an “Employee” or a
“Management Company Employee™ in relation to the Company (as those terms are defined in
Policy 4.4, “Incentive Stock Options™, of the TSX Venture Exchange (the “Exchange®) is
eligible to be granted one or more Options.

3.02 Nothing in the Plan or in any Option shall confer any right on any individual to continue
in the employ of or association with the Company or will interfere in any way with the right of
the Company to terminate at any time the employment of a person who is an Optionee.

3.03  The Committee may from time to time at its discretion, subject to the provisions of the
Plan, determine those eligible individuals to whem Options will be granted, the number of
Shares subject to such Options, Ihe dates on which such Options are 10 be granted and the term
of such Options,
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304 The Commitiee may, at its discretion, with respect to any Option, impose additional
terms and conditions which aré¢ more restrictive on the Optionee than those provided for in the
Plan.

4. General Provisions

401  The shares to be optioned under the Plan will be authorized but unissued Common Shares
without par value (“Shares”) of the Company.

4.02 At no time will more than 5,570,000 Shares (inclusive of any options cutstanding at the
time of implementation of the Plan) be under option pursuant to the Plan.

4.03 - Shares subject to but not issued or delivered under an Option which expites or terminates
shall again be available for option under the Plan.

4.04" The number of Shares under option to any one individual in any 12-month period shall
not exceed 5% of the issued and outstanding common share capital of the Company, as
calculated on the date that the Option is granted.

4.05 The number of Shares under Option to any one Consultant or any one Consultant
Company in any 12 month period shall not exceed 2% of the issued and cutstanding common
share capital of the Company, as calculated on that the date that the Option is granted.

406 The number of Shares under Option to Employees conductmg Investor Relations
Activities (as defined in the applicable policies of the Exchange) in any 12 month period shall
not exceed an aggregate of 2% of the issued and outstanding common share capital of the
Company, as calculated on the date that the Option is granted. !

407 The number of Shares under Option to Consultants conducting Investor Relations
Aclivities must vest in stages over a 12 month period, with no more than 25% of the Shares
vesting in any three month period. Trading of the aforesaid Shares will be monitored by the
Company’s Board of Directors.

4.08 Each Option will be evidenced by:

(a) a written agreement between, and executed: by, the Company and the individual
containing terms and conditions established by the Commxftee with respect to
such Option and which will be consistent with the provisions of the Plan; or

(b} acertificate executed by the Company and delivered to the Optionce setting out
the material terms of the Option; with a copy of this Plan attached thereto.

4.09  An Option may not be assigned or transferred. Du:mg the lifetime of an Opuonee the -
Opuon may be exercised only by lhc Optionee. .




5. Term of Option

5.0t The maximum term of any Option, for so long as the Company is a Tier 2 issuer, will be
five years.

5.02  An Option granted to a person who is a Director, Employee, Consultant or Management
Company Employee shall terminate no longer than 90 days after such person ceases to be in at
least one of those catepories. ' '

5.03  An Option grauted 10 a person who is engaged in Investor Relations Activities shall
terrninate no longer thifn 30 days after such person ceases to be employed to provide Investor
Relations Activities.

5.04 The Company shall be under no obligation to give an Optionee notice of termination of
an Option.

5.05 A change of employment shail not be considered a termination so long as the Optionce
continues to be employed by the Company.

6. Option Price

i
6.01 The price per Share at which Shares may be purchased upon the exercise of an Qption
(the “Option Price”) must not be less than the “Discounted Market Price” (as defined in the
policies of the Exchange, provided that the Option Price shall not be less that $0.10 per Share.

6.02  The Option Price must be paid in full a1 the time of cxercise of the Option and no Shares
will be issued and delivered until full payment is made.

6.03  An Optionee will not be deemed the holder of any Shares subject to his Option until the
Shares are delivered to him.

7. Death

7.01  Notwithsianding any other provision of this Plan, if any Optionee shall die holding an
Option which has not been fully exercised, his personal representative, heirs or legatees may, at
any time within one year after the date of such death (notwithstanding the normal expiry date of
the Option under the provisions of Section 5 hereof) exercise the Option with respect to the
unexercised batance of the Shares subject to the Option.

8 Changes in Shares

8.01 In the event the authorized common share capital of the Company as constituted on the
date that this Plan comes into effect is consolidated into a lesser number of Shares or subdivided
into a greater number of Shares, the number of Shares for which Options are omstanding will be
decreased or increased proportionately as the case may be and the Option Price will be adjusted
accordingly and the Optionees will have the benefit of any stock dividend declared during the
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period within which the said Optionee held his Optien. Should the Company amalgamate or
merge with any other company or companies (the right to do 50 being hereby expressly reserved)
whether by way of amangement, sale of assets and undertakings or otherwise, then and in cach
such case the number of shares of the resulting corporation to which an Option relates will be
determined as if the Option had been fully exercised prior to the effective date of the
amalgamation or merger and the Qption Price will be correspondingly increased or decreased, as
applicable.

9, Cancellation of Options

9.0f  The Committee may, with the consent of the Optionee, cancel an existing Option, in
accordance with the policies of the Exchange.

10. .  Amendment or Discontinuance

10.01 The Board may alter, suspend or discontinue the Plan, but may not, without the approval
of the sharcholders of the Company, make any alteration which would:

(a) increase the aggregate number of Shares subject to Option under the Plan except
as provided in Section 8; or

1{3)] decrease the Option Price excepl as provided in Section 8. Notwithstanding the
foregoing, the terms of an existing Option may not be altered, suspended or
discontinued without the consent in wriling of the Optionee.

11, Disinterested Sharcholder Approval

11.01 The Plan has been approved by the disinterested shareholders of the Coﬁlpany and
therefore the number of shares under option to Insiders within any §2-month period may exceed
10% of the outstanding cormmon share capital of the Company.,

11.02 The approval of the disinterested shareholders of the Company must be obtained for the
reduction in the exercise price per share of options previously granted to Insiders.

B2 ipterpretation

12.01 The Plan will be construcd according to the laws of the Province of British Columbia.
i,
13, Liability

13.01 No member of the Committee or any director, officer or employee of the Company will
be personally liable for any act taken or omitied in good faith in connection with the Plan.

14. Vesting

14.01 For so long as the Company is ¢lassified by the Exchange as a Tier 2 Company, Options
granted under the Plan shall not become fully vested in the Optionec immediately. The




Committee shall determine a periodic vesting schedule which will provide for the vesung of
equal tranches of the option over a period of not less than 18 months,

15, Hold Perjod

15.01 A four-month hold period on all stock optiens is imposed by the Exchange from the date

of grant.

16. Re-Classification tg Tier ]

16.01 In the event thatthe Company is re-classified by the Exchange as a Tier 1 company:

(a}
{b)

©
(d}

the Company may grant options without an Exchange hold period if the exercise -

price thereof is nol less than the Market Price;

any one optionee may hold one or more options to acquire more than 5% of the
issued share capital of the Company, PROVIDED disinteresied shareholder
approval is obtained;

the maximum term of an Cption shall be 10 years; and

subparagraphs 5.02 and 5.03 shall not apply.
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. Schedulé “A"to
EMPLOYEE INCENTIVE STOCK OPTION PLAN
of Goldcliff Resource Corporation

Vesting Schedule

commencing on the Date of Grant not more than 25% of the Option Shares;
commengcing six months after the Date of Grant not more than 50% of the Option Shares;

commencing 12 months after the Date of Grant not more than 75% of the Option Shares;
and

commencing 18 months after the Date of Grant, 100% of the Option Shares



Schedule “C” to the Information Circular of
Goldcliff Resource Corperation (the "Company'™

CHARTER OF THE AUDIT COMMITTEE

Purpose

The purpose of the Audit Conunittee (the “Commitiee”) is 1o act as the representative of
the Board of Directors in darrying out its oversight responsibilities relating to:

. The audit process;
. The financial accounting and reporting process to shareholders and regulatory
bodies; and
. The system of internal financial controls.
Composition

]

The Committee shall consist of three Directors, the majority of whom are “independent”
within the meaning of Multilateral Instrument 52-110, Audit Committees, for so long as the
Company is a “venture issuer”, as defined therein. The Committee shall be appointed annually
by the Board of Directors immediately following the Annual General Meeting of the Company.
Each member of the Committee shall be financially literate, meaning that he must be able to read
and understand financial statements. One member of the Commitiee must have accounting and
financial expertise, meaning that he possesses financial or accounting credenfials or has
experience in finance or accounting. '

Duties

The Committee’s duty is to monitor and oversee the operations of Management and the
external auditor, Management is responsible for establishing and following the internal controls,
financial reporting processes and for compliance with applicable laws and policies. The external
auditor is responsible for performing an independent audit of the Company’s financial statements
in accordance with generally accepted ouditing standards, and for issuing its report on the
statements, The Committee should review and evaluate this Charter on an annual basis.

The specific duties of the Committee are as follows:

. Management Oversight:

o 1 Review and evaluate the Company's processes for identifying, analyzing
and managing financial risks that may prevent the Company from
achieving its objectives;




B
“ 1
Sy
o

- e

g 2
' o Review and evaluate the Company's internal controls, as established by
L Management;
' o Review and evaluate the status and adequacy of internal information
systems and securily; .
o Meet with the external auditor at least one a year in the absence of
Management;
o Request the external auditor’s assessment of the Company's financial and
accounting personnel; and
- o Review and evaluate the Company's banking arrangements.
N
T . External Auditor Oversight
o Review and evaluate the external auditor's process for identifying and
! responding to key audit and internal control risks;
: © Review ihe scope and approach of the annual audit;
: o Inform the external auditor of the Committee’s expectations;
. o Recommend the appointment of the external auditor to the Board,
: o Meet with Management at least once a year in the absence of the extemal
auditor;
o] Review the independence of the external auditor on an annual basis;
o Review with the external auditor both the acceptability and the quality of
the Company’s accounting principles; and
o Confirm with the external auditor that the external auditor is ultimately
accountable to the Board of Directors and the Commitiee, as
representatives of the shareholders.
. Financial Statement Qversight '
o Review the quarterly reports with both Management and the external
auditor;
o Discuss with the extemal auditor the quality and the acceptability of the
generally accepted accounting principles applied by Management;
o Review and discuss with Management the annual audited financial
statements; and
o Recommend to the Board whether the annual audited financial statements

should be accepted, filed with the securities rcgulatory'_lpodics and publicly

disclosed.
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